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Annual Report 2009/ 2010 
Introduction 


GENERAL INFORMATION 


All municipalities, at both the district and local level, are required by national legislation (Municipal 
Systems Act, No. 32 of 2000) to prepare Integrated Development Plans (IDPs) and review them 
annually. 

The above-mentioned legislation specifies that the IDP should reflect the community needs and the 
prioritized actions to address these needs, i.e. the priority to be implemented. 

The Municipal Systems Act (MSA) also prescribes that an extensive consultation process must 
be undertaken as part of the IDP process to obtain the inputs from communities in respect of their 
needs. 


Apart from specifying the needs of communities, the IDP should also specify a vision for the area, 
i.e. the desired future state of the community and its surrounds and plans to achieve it. 
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M ayor's Foreword 



FOREWORD TO THE 2009/2010 

ANNUAL REPORT BY 

HIS WORSHIP THE MAYOR, 

ALDERMAN W H HARRIS 

I n his 2010 State of the Nation Address, 
the State President stated that government 
intends to: 

- Deliver more and better services in 
a caring and efficient manner; 

- Hold political bearers and public 
servants accountable; 

- Move from debate to effective 

implementation and decisive action; and 

- Work in partnership with communities. 

The municipality has in this financial year 
under review, adhered to these calls and has 
within its limited resources achieved these 
goals. Given the constraints on the revenue 
side tough decisions were made which would 
also impact on the ensuing financial year. 


However, the economic downtown has severely affected businesses and residents in our area. We 
have been strategizing and cutting costs to channel our limited resources to where they are needed 
most. 


We are constantly working to improve the rate of service delivery to our area but we are hamstrung, 
especially in the area of housing delivery. It has become impossible to unlock the impasse caused 
by the Department of Human Settlements by not approving numerous rural and one urban housing 
projects. These applications have been with the Department of Human Settlements for more than 
5 years. 

Having achieved a further unqualified audit report, I am confident that the officials are dedicated in 
upholding the integrity of the municipality and I thank them for their commitment. 

I believe that the commitment and strenuous effort put in by the Council has been laudable and 
applaud each and every Councillor for his and her untiring efforts to bring service delivery to the 
Mthonjaneni Area. 

ALDERMAN WILLIAM HARRIS 
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Overview by the M unicipal M anager 

Andre Els 

M thonjaneni Local Municipality serves a population of 50 383 people of which the most live 
in the rural areas surrounding Melmoth town. Mthonjaneni falls within the jurisdiction of 
Uthungulu District Municipality, situated in Richards Bay. 

The activities of the municipality under review here will be addressed under the departmental reports 
as contained in this report. 

As this review is primarily an accounting of financial matters, readers are referred specifically to the 
financial statements where the notes and references are quite clear. 

Throughout the year the Technical Services Office has kept excellent records of the successful 
implementation of its plans and these are available to interested parties requiring more detail on 
specific projects. 

Mthonjaneni’s building plans which have been approved in the year under review give a good 
overview of the activities and the extent of new investments in the area. 

Projects and general maintenance 

The access road to the new landfill site has been completed and everything is on track for this 
significant project which will mean so much to the town. 

In tandem with the success of the landfill site which exists to process and remove garbage, garden 
rubbish and industrial waste from the town, the daily activities of street cleaning and refuse removal 
continue unabated. 

Resident participation in this process is encouraged and is constantly improving. 

Our street cleaning teams work to daily schedules literally sweeping the town from Metro Park, the 
industrial areas, the CBD, the cemetery area and Thubalethu Township. 

An encouraging aspect of this work by the technical division is that our residents interact with their 
Councillors in keeping the town and its environs neat and tidy. 

Part of the process in the summer is the mowing work which takes place in Melmoth and Thubalethu 
where mowing teams keep active where necessary before the grass gets out of hand. At the same 
time the residents are reminded through newsletters that they should do everything in their power to 
keep their properties neat and vermin free. 

During the winter months the firefighting teams take care of the boundaries around the town and in 
all the areas where fires might prove to be a problem. 

This team also attends to the outbreaks of flash-fires which are a great hazard in this part of Zululand, 
due both to carelessness as well as lightning strikes. 

These activities involve the employment of contract labour workers which are specifically hired for 
two-month periods also to help maintain the various municipal projects in all the wards. In this manner 
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real work is created for local residents, albeit for limited periods, while essential maintenance work 
is sustained in areas where this is essential. 

The financial statements set out in some detail the amounts spent on the various projects in all the 
wards. 

Projects range over a broad spectrum of human activity from sports fields, to road upgrades, 
community halls and creches, poultry houses, community halls, grazing camps and other structures 
which are community based. 

It is true to say that the Technical Department is at the coal face of physical development in the 
municipality and that it is in many ways the visible cutting edge of the municipality, being seen by 
our residents engaged in daily tasks to the benefit of the people. 

It is a policy of the Council to keep residents aware of the work of the Technical Department on a 
regular basis informing them of the progress of projects in their wards by means of regular newsletters 
indicating how funds are spent, who the contractors are, and how tenders are progressing. 

Council believes thatthis regular and comprehensive communication of projects as they are planned 
and implemented, is of great benefit to the residents. 



ANDRE ELS 
MUNICIPAL MANAGER 
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ASSESSMENT OF REVENUE 

The budgeted revenue was R50 188 075,00 while the actual revenue accrued amounted to 
R54 139 871.00. the reason for the extra income was due to a change in accounting policy dealing 
with unspent grants at year end whereby the revenue is reduced by the unspent portion. 

An electrification grant received from the Department of Minerals and Energy was also not budgeted 
for. 


Service charges accounted for more than was budgeted for due to the increase in electricity 
consumption and tariffs. 

Additional interest on investments was obtained due to management of cash flow resulting in 
additional investments being made. 

The income from motor licensing fees was higher than expected due to an increase in numbers of 
applicants from outside municipal boundaries applying for drivers’ and learners’ licences. 


ASSESSMENT OF ARREAR DEBT 

There was an increase of R689 508.00 in unpaid debt. Of this, an amount of R626 138.00 is owed by 
Eskom and Sanral for public service infrastructure rates. These two agencies have contested their 
liability for the payment of the rates. 

An amount of R227 866 remains unpaid for electricity and refuse charges. This is due to the large 
electricity tariff increase introduced by Eskom. 


CAPITAL PROJECTS 

All the projects for 2008/09 financial year have been completed. 

Various challenges were encountered in proceeding with the projects for 2009/10 and can be 
summarized as follows: 

- Late changes to sites of sportsfield due to community interference. 

- Supply chain processes. 

However these problems will not occur during 2010/11 financial year as projects will be commenced 
with during July 2010. Action plans have already been put in place to address the challenges 
experienced during this financial year. 


11 



Annual Report 2009/ 2010 


AUDIT FINDINGS 

The findings of the 2009/10 Audit report have all been addressed. Recommendations of the audit 
committee have also been addressed. Management is committed to ensure that a clean audit is 
achieved in line with the national project requiring clean audits by all municipalities by 2014. We 
have already achieved this but have to maintain our efforts in this regard. 


FUNCTIONS 

The Council has the powers and functions allocated to it in terms of Circular 8/2008: 2008/09 
Capacity Assessments and Recommendations: 


ADJUSTMENT OF POWERS AND FUNCTIONS 

No adjustments were made to the powers and functions during this overview period by the 
Demarcation Board. 


PERFORMANCE MANAGEMENT OF SECTION 57 MANAGERS 

The performance of the Municipal Manager, Director Corporate Services and Chief Financial Officer 
have been measured in terms of the Municipal Performance Regulations for Municipal Managers 
and Managers reporting to the Municipal Manager. Performance agreements have also been entered 
into with the employees as required by legislation. 


BID ADJUDICATION COMMITTEES 

The Supply Chain Management processes and practices at the Municipality are strictly run 
in accordance with the provisions of the Municipal Finance Management Act, 2003. Relevant 
amendments were made during the course of the year to enhance the system further. 


RISK MANAGEMENT AND FRAUD PREVENTION 

A risk management and fraud prevention policy was adopted during the course of the year and 
approved by the Audit Committee. 


DISASTER MANAGEMENT PLAN. 

In terms of section 53(l)(a) of the Disaster Management Act 57 of 2002 each Municipality must 
prepare a disaster management plan for its area according to circumstances prevailing in the 
area. 
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After following procedures required the Document was tabled in the Municipal Exco and the Disaster 
Management Plan for Mthonjaneni Municipality was approved by Council at its meeting held on the 
19‘^ April 2010. 


OVERSIGHT REPORT 

Section 129(1) of the MFMA, 2003 requires. The Council to consider the annual report by no later 
than two months after the annual report was tabled in Council. Council is further required to adopt 
an Oversight Report containing Council’s comment on the Annual Report. The final Audit Report for 
the 2008/09 financial year was received on 01-12-2009 and the Oversight Committee deliberated on 
the Annual Report as required. The Council finally approved the Annual Report thereafter. 


MACRO STAFF STRUCTURE AT A GLANCE 

SUMMARY OF STAFF POSITION IN ALL DEPARTMENTS IN THE YEAR UNDER REVIEW 

Municipal Manager’s Office: Total posts; 2 both filled 

Corporate and Community Service Department: Total Posts 43, 
of which 36 are filled 

Finance Department; Total posts 20 of which 12 are filled 

Technical Services Department: Total posts 84, of which 80 are filled 

As at 30 June 2010 there were 128 employees in municipal service 
Of these Africans totaled 116 both male and female, there were 
3 Coloureds, with 9 Whites and no Asians. 


APPROVAL OF THE NEW FILING PLAN FOR THE MUNICIPALITY 

The Provincial Archives Office in Ulundi has approved the new filing plan for the municipality 
in terms of the Archives Act. An implementation Workshop for the Registry staff was held on the 
19‘^ May 2010. 

This assists the municipality to fully comply with the Archives Act in terms of keeping and disposing 
of municipal documents. 
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NOTEWORTHY EVENTS IN THE YEAR UNDER REVIEW 


KwaNaloga GAMES 2009 

KwaNaloga Games is an annual event organized by the Municipality for local youth, where various 
sporting codes give our youth an opportunity to display their talents. 

The Municipality hosted this event successfully with all six (6) wards participating on the 
05*^ September 2009 to select the teams that represented this municipality at the Uthungulu District 
Game. 


INDIGENOUS GAMES FOR 2010 

The Indigenous Games is the annual tournament of the Department of Sport and Recreation which 
encourages our original games e.g. Umlabalaba. 

Among other sport activities, Indigenous games are expected to be promoted through the Ndundulu 
Hub within the boundaries of Mthonjaneni Municipality. 

As part of promoting the games the indigenous games committee was established and its members 
were part of the workshop which took place on the 06 March 2010. 

The District Indigenous Games 2010 were hosted by the Ntambanana Municipality on the 
30 June 2010. 


ANNUAL ZULU DANCE COMPETITION. 

The Zulu Dance Competition is the annual event hosted by the municipality to give the local 
Communities opportunity to participate in cultural activities they have in their respective wards. The 
Local Zulu Dance Competition was held on 17 October 2009. 



Arts and crafts displays are held 
regularly within wards in the 
Mthonjaneni Municipality, 
bearing witness to the creative 
talents of the local residents. 
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CORPORATE GOVERNANCE 


COUNCIL AND EXECUTIVE COMMITTEE MEETINGS ATTENDED BY COUNCILLORS 
DURING THE YEAR UNDER REVIEW - JULY 2009 TO JUNE 2010. 


COUNCILLORS 

EXCO MEETINGS 

COUNCIL MEETINGS 

Meetings 

Held 

Meetings 

attended 

Meetings 

held 

Meetings 

attended 

1. Ald W.H. Harris (Mayor) 

13 

12 

9 

9 

2. Cllr M.N. Biyela 
(Deputy Mayor) 

13 

13 

9 

9 

3. Cllr D.B. Dlamini 

(Speaker) 



9 

9 

4. Cllr H. Nxumalo (Exco 
Member) 

13 

12 

9 

9 

5. Cllr N.A. Jiyane (Ward 
Councillor) 



9 

8 

6. Cllr B.E. Mhlongo (Ward 
Councillor) 



9 

9 

7. Cllr N.C. Mthalane (PR) 



9 

8 

8. Cllr H.K. Zungu (PR) 



9 

8 

9. Cllr E.M. Masikane (PR) 



9 

9 

10. Cllr M.M. Ngobese 
(Ward Councillor) 



9 

8 

11. Cllr B. J. Nzuza 

(Ward Councillor) 



9 

8 
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TOWN PLANNING 

The Mthonjaneni Land Use Management System (LUMS) was adopted on 25 March 2009. 

However with the promulgation of the new KwaZulu-Natal Planning and Development Act 6 of 2008 
(the PDA) the Mthonjaneni LUMS may have to be further amended to ensure that its provisions 
comply with the PDA. 

The LUMS for the rural areas of the Municipality has to be finalized and adopted in terms of the PDA. 

During the year under review two new rezoning applications were received being Portion 01 of 
Erf 13 Melmoth and Erf 300 Melmoth. 

The first one was to rezone from “Special Residential” to “Intermediate Residential” in order that a 
Medium Density Housing development could be constructed. 

The second was to enable the Department of Works to extend and upgrade the present Police 
Station. 

Ageneral amendment was made to the Melmoth Town Planning Scheme in thatthe Floor Area Ratio 
and Coverage for Commercially zoned properties was increased. 

During the same period three applications were received for Council’s Special Consent to utilize the 
properties concerned for purposes not permitted by free entry. 

Applications for subdivisions were received for Portion 01 of Erf 419 Melmoth (the Regional 
Sportsfield) and Erf 37 Melmoth. 

The comments for the closure of Portion 01 of Erf 604 Melmoth (the site of the Peace Centre 
Community Hall in Thubalethu) have been received and the property will be rezoned to “Education” 
from “Passive Open Space”. 


ELECTRICAL DEPARTMENT 

The Nomponjwana electrification project in Ward 5 valued at R12m and connecting 1200 households 
was commenced with during the year under review. Good progress has been made. 

The normal maintenance and upgrading of LV and MV systems was carried out during the year. 
Street lighting along the provincial road to Thubalethu was also completed. Overhead power-lines 
are also systematically being replaced with underground cabling. 

All sub-stations have been re-furbished and safety boards attached to the walls. 

The Electrical Department organises and communicates its activities in very great detail on a monthly 
basis. 
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In the nature of the service it renders, it works closely with Eskom. It renders its services on an 
annual capital as well as an operating budget and it must be borne in mind that much of the work is 
of an emergency or a routine maintenance nature, and unpredictable. 

Given the great backlogs in the rural areas regarding electricity services, this department finds itself 
involved in feasibility studies as well as regular maintenance which requires a completely hands-on 
approach to its work. 

Where possible this department relies on local labour, thus creating jobs for trench-digging, soil 
removal and most unskilled tasks relating to its activities. 



The Council imposes a strict poiicy to employ only local labour and where possible local contractors for all 
unskilled work relating to electrical installations, new or refurbished building work and road works. 
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Report of the Auditor General 

AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL 

PROVINCIAL LEGISLATURE AND THE COUNCIL ON MTHONJANENI MUNICIPALITY. 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the accompanying financiai statements of the Mthonjaneni Municipaiity, 
which comprise statement of financial position as at 30 June 2010, statement of financial 
performance, statement of changes in net assets and cash flow statement for the year then 
ended, a summary of significant accounting policies and other explanatory information as 
set out on pages 23 to 56 

Accounting officer’s responsibility for the financiai statements 

2. The accounting offtcer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and in the manner required by 
the Local Government Municipai Finance Management Act of South Africa, 2003 (Act No. 
56 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2009 (Act No.12 of 
2009) (DoRA). This responsibility includes; designing, implementing and maintaining internal 
control reievant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error; selecting and appiying 
appropriate accounting poticies; and making accounting estimates that are reasonable in the 
circumstances. 

Auditor-General’s responsibiiity 

3. As required by section 188 of the Constitution of South Africa, 1996 (Act. 108 of 1996), 
section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and 
section 126(3) of the MFMA, my responsibility is to express an opinion on these financial 
statements based on my audit. 

4. I conducted my audit in accordance with International Standards on Auditing and General 
Notice 1570 of 2009 issued in Government Gazette 32758 of 27 November 2009. Those 
standards require that I comply with ethicat requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financiai statements. The procedures selected depend on the auditor’s 
Judgement, including the assessment of the risks of material misstatement of the financiai 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal contro! relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

6. Paragraph 1 1 et seq. of GRAP 1 : Presentation of Financial Statements requires that 
financial reporting by entities shall provide information on whether resources were obtained 
and used in accordance with the legally adopted budget. As the budget reporting standard 
is not effective for this financial year. I have determined that my audit of any disclosures 
made by the Mthonjaneni municipality in this respect will be limited to reporting on non- 
compliance with this disclosure requirement. 
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7. I believe that the audit evidence t have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 

Opinion 

8. In my opinion, the financia! statements present fairly, in a!l material respects, the financial 
position of the Mthonjaneni Municipality as at 30 June 2010 and its financial performance 
and its cash flows for the year then ended in accordance with the SA Standards of GRAP 
as described in note 1 to the financial statements and in the manner required by the MFMA 
and DoRA. 

Emphasis of matter 

9. I draw attention to the matter below. My opinion is not modified in respect of this matter,- 
Unauthorised expenditure 

10. As disclosed in note 23 to the financial statements, unauthorised expenditure to the amount 
of R 6,288,761 was incurred, as actual expenditure exceeding the approved adjusted 
budget and the excess was not approved by councii. 

Additional matters 

11. I draw attention to the matters below. My opinion is not modified in respect of these matter: 
Unaudited supplementary schedules 

12. The supplementary information set out on pages xx to xx do not form part of the financia! 
statements and is presented as additional information. I have not audited these schedules 
and accordingiy I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

As required by the PAA and in terms of General Notice 1570 of 2009 issued in Government 
Gazette 32758 of 27 November 2009, I inciude below my findings on the report on 
predetermined objectives, compliance with the following key laws and regulations and financial 
management (internal control): 

Local Government: Municipal Finance Management Act of South Africa, No.56 of 2003 
Local Government: Municipal Systems Act of South Africa, No. 32 of 2000 (MSA) 

Predetermined objectives 

13. Materia! findings on the report on predetermined objectives, as set out on pages xx to xx, 
are reported below: 

Non-compliance with regulatory and reporting requirements 

14. Key performance indicators and performance targets as per the integrated development 
plan (IDP) do not agree with the performance indicators and performance targets as 
reported in the annuat performance report as required in section 46 (1) (a) and (b) of the 
MSA. 

15. Planned measures for improvement were not reported in the performance report as 
required in section 46 (1) (c) of the MSA. 
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Presentation of reported performance information 

16. Performance results for the financial year 2008-09 were not included in the annua! 
performance report, required as required by per section 46 (1) (b) of the MSA 

Usefulness of information 

The following criteria were used to assess the usefulness of the planned and reported 

performance: 

• Consistency: Has the municipality reported on its performance with regard to its objectives, 
indicators and targets in its approved integrated development plan, i.e. are the objectives, 
indicators and targets consistent between planning and reporting documents? 

• Relevance: is there a ciear and logica! link between the objectives, outcomes, outputs, 
indicators and performance targets? 

• Measurability: Are objectives made measurable by means of indicators and targets? Are 
indicators well defined and verifiable, and are targets specific, measurable, and time bound? 

The following audit finding relate to the above criteria: 

17. The Mthonjaneni municipality has not reported throughout on its performance against the 
pre-determined objectives, targets which are consistent with the approved integrated 
development plan and annuai performance. 

Internal Control 

18. 1 considered internal controi relevant to my audit of the financial statements and the report 
on predetermined objectives as well as compliance with the MFMA and the MSA, but not for 
the purpose of expressing an opinion on the effectiveness of internal control. 

19. The matters reported below are limited to the significant deficiencies regarding the findings 
on the report on predetermined objectives and the findings on compliance with laws and 
regulations. 

Leadership 

20. The accounting officer has not performed adequate reviews of information disclosed in the 
annual performance report. 



Pietermaritzburg 


30 November 2010 



AUDITOR-OEMERAL 

SOUTH APRICA 


A'Joliting to bu h oublic confidence 
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Notes to the Financial Statements for the year ended 30 June 2010 

Certification by the Municipal Manager 

I certify that the remuneration of the Councillors and the in-kind benefits are in accordance with the 
Public Office Bearers Act and the Minister of Provincial and Local Government’s determination in 
accordance with this Act. 

Signed 

Municipal Manager 



Approval of Financial Statements 

The Annual Financial Statements set out on pages 23 to 56 were approved by the Municipal 
Manager on 01/12/2010 and were presented to and approved by Council on 26/01/2011 
Jointly signed by 

Andre Els: BA (Law) B Juris 
Municipal Manager 

M BowmaniChief Financial Officer LIMFO Qualifications: Certificate Programme in 
Manaqement Develooment for Municipal Finance 



Annual Financial Statements for the year ended 30 June 2010 

I am responsible for the preparation of these annual financial statements which are set out on pages 
38 to 69, in terms of Section 126 (1) of the Local Government Municipal Finance Management Act 
and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of the framework envisaged in Section 219 of 
the Constitution, read with the Remuneration of the Public Office Bearers Act and the Minister of 
Provincial and Local Government’s determination are in accordance with this Act 

Signed 

Municipal Manager 


1 10 
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MTHONJANENI MUNICIPALITY 

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2010 


NET ASSETS AND LIABILITIES 


Note 2010 

R 


Restated 

2009 

R 


Net assets 

Accumulated surplus 

Non-current liabilities 

Retirement beneflts 

Current liabilities 

Consumer deposlts 
Credltors 

Unspent conditlonal grants and receipts 


Total Net Assets and Liabilities 


ASSETS 

Non-current assets 

Property, plant and equipment 
Intangible assets 

Current assets 

Inventories 
Consumer debtors 
Other debtors 
Current investments 
Cash and Cash Equivalents 
Value Added Taxation 


Total Assets 


2 


3 

4 

5 


7.1 

7.2 

8 

9 

10 
11 
6 


87 189 355 

87 189 355 

1 223 738 

1 223 738 

16 453 032 

542 405 

3 441 464 

12 469 163 


104 866 125 

59 477 073 

59 474 403 

2 670 

45 389 052 

324 016 

3 092 139 

441 818 

30 040 000 

8 810 681 

2 680 398 


104 866 125 


68 001 113 

68 001 113 


1 047 417 

1 047 417 


7 702 750 

504 856 
2 388 880 
4 809 014 


76 751 280 


47 170 851 

47 170 851 


29 580 429 

245 952 
2 118 826 
476 205 
24 540 000 
1 209 142 
990 304 


76 751 280 
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MTHONJANENI MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2010 





Restated 


Note 

2010 

2009 

REVENUE 


R 

R 

Property rates 

12 

4 226 043 

3 402 523 

Property rates - penalties imposed and collection charges 


277 864 

254 244 

Service charges 

13 

10 491 548 

8 202 862 

Rental of facilities and equipment 


380 639 

374 192 

Interest earned 


2 122 527 

2 917 382 

Traffic fines 


16 000 

139 716 

Licences and permits 


2 241 813 

1 828 236 

Government grants and subsidies 

14 

32 815 457 

19 276 469 

Other income 

20 

1 572 980 

1 098 137 

Total Revenue 


54 144 871 

37 493 761 

EXPENDITURE 




Employee related costs 

16 

10 796 878 

9 290 249 

Remuneration of councillors 

17 

2 273 652 

2 110 019 

Collection costs 


16 805 

3 890 

Depreciation 

7 

1 968 855 

1 575 989 

Repairs and maintenance 


1 606 010 

1 519 140 

Bulk purchases 

18 

6 953 961 

5 159 598 

Contracted services 


589 429 

192 644 

General expenses 

19 

10 552 482 

8 439 775 

Adjustments to provisions 


198 557 

140 958 

Total Expenditure 


34 956 629 

28 432 262 

SURPLUS FOR THE YEAR 


19 188 242 

9 061 499 
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MTHONJANENI MUNICIPALITY 
STATEMENT OF CHANGES IN NET ASSETS 
FOR THE YEAR ENDED 30 JUNE 2010 
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MTHONJANENI MUNICIPALITY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2010 


CASH FLOWS FROM OPERATING ACTIVITIES 

Cash generated from operations 
Interest received 

NET CASH FLOWS FROM OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of property, plant and equipment 
NET CASH FLOWS FROM INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 
Decrease in consumer deposits 
NET CASH FLOWS FROM FINANCING ACTIVITIES 

NET INCREASE IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 


Note 


24 


25 


2010 

R 


25 216 540 
2 122 527 


27 339 067 


( 14 275 077) 


( 14 275 077) 


37 549 


37 549 

13 101 539 

25 749 142 

38 850 681 


Restated 

2009 

R 


10 325 183 
2 917 382 


13 242 565 


( 10 804 758) 


( 10 804 758) 


18 044 

18 044 

2 455 851 

23 293 291 

25 749 142 


Comparative information for the 2008/09 financial statements has been restated to be fully compliant with the statements of GRAP. 
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Accountinq Policies 


The principal accounting policies adopted in the preparation of these financial statements are set out below : 

1.1 BASIS OF PREPARATION 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised 
Accounting Practices (GRAP) issued by the Accounting Standards Board in accordance with Section 122(3) of the 
Municipal Finance Management Act, (Act No 56 of 2003). 

Accounting policies for material transactions, events or conditions not covered by the above GRAP Standards have 
been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. These accounting policies and the 
applicable disclosures have been based on the South African Statements of Generally Accepted Accounting 
Practices (SA GAAP) including any interpretations of such Statements issued by the Accounting Practices Board. 

The Accounting Standards Board has set transitional provisions for individual standards of GRAP as set out in 
Directive 4 issued in March 2009. Details of the transitional provisions applicable to the municipality have been 
provided in the notes to the annual financial statements. 

1.2 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the 
municipality. Application of all of the GRAP standards noted below will be effective from a date to be announced by 
the Minister of Finance. This date is not currently available. 

• GRAP 18 Segment Reporting - issued March 2005 

• GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers) - issued February 2008 

• GRAP 24 Presentation of Budget Information in Financial Statements - issued November 2007 

• GRAP 103 Heritage Assets - issued July 2008 

The following standards, amendments to standards and interpretations have been issued but are not yet effective 
and have not been early adopted by the municipality: 

• lAS 19 Employee Benefits - effective 1 January 2009 

• IFRIC 17 Distribution of Non-cash Assets to Owners - effective 1 July 2009 

• lAS 39 Financial Instruments: Recognition and Measurement - portions of standard effective 1 July 2009 

Management has considered all of the above-mentioned GRAP standards issued but not yet effective and 
anticipates that the adoption of these standards will not have a significant impact on the financial position, financial 
performance or cash flows of the municipality. 

A summary of the significant accounting policies, which have been consistently applied except where a transitional 
provision has been granted are disclosed below in notes 1.3 to 1.17. 

1.3 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rands. 

1.4 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 
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1.5 PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment is stated at cost or fair value less accumulated depreciation. Heritage assets, which 
are culturally significant resources and which are shown at cost, are not depreciated owing to the uncertainty 
regarding their estimated useful lives. Similarly, land is not depreciated as it is deemed to have an indefinite life. 

The cost of an item of property, plant and equipment comprises purchase price, import duties, non-refundable 
purchase teixes and directly attributable costs of bringing the asset to working condition for its intended use, such as 
site preparation, initial delivery, handling, installation and professional fees. Where items of property, plant and 
equipment have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an 
expense in the period that the impairment is identified. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary asset or monetary 
assets or a combination of monetary and non-monetary assets is measured at its fair value. If the acquired item 
cannot be measured at its fair value, its cost is measured at the carrying amount of the asset given up. 

Items of property, plant and equipment which are acquired for no cost or for a nominal cost are recognised at their 
fair values. 

Subsequent expenditure is capitalised when the recognition and measurement criteria of an asset are met. 

The cost or fair value of property, plant and equipment is depreciated using the straight line method over the period 
of the estimated useful lives of the assets. Depreciation on new acquisitions is charged to the Statement of 
Financial Performance in the financial year that economic benefits accrue to Council. 

The annual depreciation rates are based on the following estimated asset lives:- 


DETAILS 

YEARS 

DETAILS 

YEARS 

Infrastructure 


Other 


Biological assets 

15-30 

Machinery and equipment 

4 - 15 

Cemeteries 

15-20 

Non-residential dwellings 

15-30 

Computer equipment 

5 

Roads 

10-50 

Dwellings 

30 

Waste disposal 

50 

Electricity infrastructure & 


T ransport Assets 

7 - 10 

equipment 

5 - 50 



Furniture & office 


Water assets 

50 

equipment 

5 - 10 




The estimated useful lives and residual values of property, plant and equipment are periodically reviewed and 
adjusted where necessary. 


The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as 
the difference between the sales proceeds and the carrying value and is recognised in the Statement of Financial 
Performance. 

Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable 
amount, it is written down immediately to its recoverable amount and an impairment loss is charged to the 
Statement of Financial Performance. 


Mthonjaneni Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards 
Board, in terms of Directive 4 issued in March 2009, with respect to the measurement of property plant and 
equipment as set out in paragraphs 73 to 83. 

1.6 LEASES 


Payments made under lease agreements are expensed and charged to the Statement of Financial Performance on 
a straight line basis over the period of the lease. These agreements do not transfer risk and rewards associated 
with ownership of an asset to the Municipality. 

Mthonjaneni Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards 
Board, in terms of Directive 4 issued in March 2009, with respect to the measurement of leases as set out in 
paragraphs 55 to 60. 
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1.7 


INVENTORIES 


Inventories comprising consumable stores, raw materials, finished goods and housing are valued at the lower of 
average cost, determined on the first in first out method, and net realisable value. Where inventories are held for 
distribution or consumption in the production process of goods at no charge or for a nominal charge, they shall be 
measured at the lower of cost and current replacement costs. 

Redundant and slow-moving inventories are identified and written down from cost to net realisable value with 
regard to their estimated economic or realisable values. The amount of any write-down of inventories to net 
realisable value and all losses of inventories are recognised as an expense in the period the write-down or loss 
occurs. The amount of any reversal of any write-down of inventories, arising from an increase in net realisable 
value, are recognised as a reduction in the amount of inventories recognised as an expense in the period in which 
the reversal occurs. 

Mthonjaneni Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards 
Board, in terms of Directive 4 issued in March 2009, with respect to the measurement of inventories as set out in 
paragraphs 45 to 52. 

1.8 FINANCIAL INSTRUMENTS 

Financial instruments are initially measured at fair value. The subsequent measurement of financial instruments is 
dealt with below and in the absence of an approved GRAP Standard, is in accordance with lAS 39. 

1.8.1 INVESTMENTS 

Financial instruments, which comprise fixed deposits and short-term deposits invested in registered commercial 
banks are stated in the annual financial statements at the lower of cost or fair value. No impairments are required 
as the cost values equate to their cash values. 

1.8.2 CONSUMER AND OTHER RECEIVABLES 

Consumer and other receivables are categorised as financial assets: loans and receivables and are initially 
recognised at fair value and subsequently carried at amortised cost. Amortised cost refers to the initial carrying 
amount, plus interest, less repayments and impairments. An estimate is made for doubtful receivables based on a 
review of all outstanding amounts at year-end. Impairments are determined by discounting expected future cash 
flows to their present value. Amounts that are receivable within 12 months from the reporting date are classified as 
current. 

Bad debts are written off during the year in which they are identified. 

An impairment or bad debt loss is recognised when it is probable that the Municipality will not be able to collect all 
amounts due (principal and interest) according to the contractual terms of the accounts receivable. The assessment 
of objective indicators of impairment for accounts receivable is carried out at each balance sheet date. 

1.8.3 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid investments that 
are held with registered banking institutions with maturities of twelve months or less and are subject to an 
insignificant risk of change in value. 

Forthe purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on 
call with banks and investments in financial instruments, net of bank overdrafts. The municipality categorises cash 
and cash equivalents as financial assets: loans and receivables. 

Bank overdrafts are recorded at the current value of the utilisation of approved facilities from the Municipality’s 
bankers. Finance charges on bank overdrafts are expensed as incurred. Amounts owing in respect of bank 
overdrafts are categorised as financial liabilities: other financial liabilities carried at amortised cost. 
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1.8.4 


FINANCIAL LIABILITIES: ACCOUNTS PAYABLE 


After initial recognition, tinancial liabilities are subsequently measured at amortised cost using the ettective interest 
rate method. Amortised cost is calculated by taking into account any discounts or premiums on settlement. Gains 
and losses are recognised in net income or loss when liabilities are impaired as well as through the amortisation 
process. 

Accounts payable are stated in the annual tinancial statements at the amounts due to trade and other creditors tor 
goods or services received. The liabilities are generally settled within a period ot 30 days, accordingly impairments, 
it any, are considered to be immaterial. 

1.9 REVENUE RECOGNITION 

1.9.1 Revenue from Exchange Transactions 

Service charges relating to electricity are based on consumption by consumers as is recorded on each consumer’s 
meter. Meters are read each month and revenue is recognised in the period that invoices are raised. Provisional 
estimates ot consumption are made in periods when meter readings have not been able to be made. The revenue 
trom provisional estimates ot consumption is recognised as revenue when invoiced. Adjustments to provisional 
estimates ot consumption are made in the invoicing period in which meters have been read. These adjustments are 
recognised as revenue in the invoicing period. Revenue trom the sale ot electricity prepaid meter cards are 
recognised in the period in which cash is received. 

Service charges relating to retuse removal are raised and recognised on a monthly basis in arrears by applying the 
approved taritt to each property that has improvements, the category ot property usage and the number ot retuse 
containers on each property regardless ot whether or not containers are emptied during the month. 

Interest is recognised on a time proportion basis. 

Revenue trom the rental ot tacilities and equipment is recognised on a straight-line basis over the term ot the lease 
agreement. 

Revenue arising trom the application ot the approved taritt ot charges is recognised when the relevant service is 
rendered and the tee has been charged or licences and permits have been issued. 

Revenue tor agency services is recognised on a monthly basis once the revenue collected on behalt ot agents has 
been quantitied and once the terms ot the agency agreement have been complied with. 

Revenue trom the sale ot goods is recognised when the risk is passed to the consumer. 

Revenue trom public contributions is recognised when all conditions associated with the contribution have been met 
or where the contribution is to tinance property, plant and equipment, when such items ot property, plant and 
equipment is brought into use. Where public contributions have been received but the municipality has not met the 
conditions, a liability is recognised. 

1.9.2 Revenue from non-exchange transactions 

Revenue trom assessment rates is recognised when the legal entitlement to this revenue arises. Collection charges 
are recognised when such amounts have been raised and are legally entorceable. Penalty interest is raised on 
unpaid rates atter the due date tor payment and is recognised on a time proportion basis. 

Revenue trom the collection ot spot tines and summonses is recognised when payment is received. 

Donations are recognised when cash is received or when property, plant and equipment are brought into use. 

Contributed property, plant and equipment is recognised when such items ot property, plant and equipment are 
brought into use. 

Revenue trom the recovery ot unauthorised, irregular, truitless and wastetul expenditure is based on legislated 
procedures, including those set out in the Municipal Finance Management Act (Act No.56 ot 2003) and is 
recognised when the recovery thereot trom the responsible councillors or otticials is virtually certain. 
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1.10 


CONDITIONAL GRANTS AND RECEIPTS 


Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the 
Municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. A liability is 
recognised to the extent that the criteria, conditions or obligations have not been met. 

1.11 PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as a result of past events, 
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and 
a reliable estimate of the provision can be made. Provisions are reviewed at reporting date and adjusted to reflect 
the current best estimate. 

1.12 RETIREMENT BENEFITS 

The Municipality operates various pension schemes. These schemes are funded through trustee administered 
funds. The Municipality has both defined benefit and defined contribution plans. A defined contribution plan is a 
pension plan under which the municipality pays fixed contributions into a separate entity. The Municipality has no 
legal or constructive obligations to pay further contributions. 

Contributions are recognised as an expense in the Statement of Financial Performance in the year in which they 
become payable. 

The liability recognised in the statement of financial position is in respect of defined benefit plan for post 
employment health care benefits. The fund is actuarially valued each year using the discounted cash flow method. 
Any deficits identified by the actuary are recovered from the municipality in the form of surcharges added to the 
contributions which are recognised as an expense in the Statement of Financial Performance in the year that they 
become payable. 

1.13 DEPOSITS 

Deposits received from consumers are based on a set tariff for prepaid electricity meters and conventional 
electricity meters. The deposit for domestic and business customers using conventional electricity meters may be 
increased based on consumption. In the event of a disconnection of service for non payment, the value of the 
deposit is reviewed and adjusted in terms of the Council's consumer deposits policy. No interest is paid on deposits 
held. 

1.14 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the 
conditions of an allocation received from another sphere of government, municipality or organ of state and 
expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act 
No.56 of 2003). Unauthorised expenditure is accounted for as an expense in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

1.15 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), 
the Municipal Systems Act (Act No.32 of 2000), the Public Office Bearer’s Act (Act No. 20 of 1998) or is in 
contravention of the Municipaiity’s supply chain management policy. Irreguiar expenditure excludes unauthorised 
expenditure. Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.16 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 
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1.17 TRANSITIONAL PROVISIONS 

Mthonjaneni Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards 
Board, as set out in Directive 4 issued in March 2009 as follows: 

• GRAP 1 Presentation of Financial Statements - paragraphs 7-8A 

• GRAP 9 Revenue from Exchange Transactions - paragraphs 37-38 

• GRAP 12 Inventories - paragraphs 45-52 

• GRAP 13 Leases - paragraphs 55-60 

• GRAP 16 Investment Properties - paragraphs 63-70 

• GRAP 17 Property, Plant and Equipment- paragraphs 73-83 

• GRAP 19 Provisions, Contingent Liabilities and Contingent Assets - paragraphs 93-94E 

• GRAP 100 Non-current assets held for sale and discontinued operations - paragraphs 97-98 

• GRAP 102 Intangible Assets - paragraphs 110-118 

• lAS 19 Retirement benefits - paragraph 155(b). 

The municipality has developed a plan to implement the above transitional provisions within the window period 
established in Directive 4. Progress will be evaluated each reporting period. 


34 



MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


2. RETIREMENT BENEFITS 

2. 1. Post-employment medical benefits 

The municipality operates on an accredited medical aid scheme, namely 
KeyHealth Medical Scheme 

Pensioners continue on the option they belonged to on the day of their 
retirement. The independent valuers, Alexander Forbes Health (Pty) Ltd, 
carried out a statutory valuation as at 30 June 2010. 

The principal actuarial assumptions used were as follows: 


Discount rate per annum 9,25% 

Health care cost inflation rate 7,75% 

Benchmark inflation (equal to salary inflation) 7,25% 

Average retirement age 65 

Proportion of retired members who are married 50,00% 

Active members 2 

Mortality during employment PA90 ultimate 

Mortality post-retirement PA 90 ultimate 


(No explicit assumption was made about additional mortality or health care 
costs due to AIDS.) 

The amounts recognised in the Statement of Financial Position 


were determined as being the present value of the obligation: 537 738 


Movement in the defined benefit obligation is as follows: 

Balance at beginning of the year 526 417 

Current service cost 

Interest cost 48 266 

Benefit payments ( 36 715) 

Actuarial (gains)/losses ( 230) 

Recognition of previously unrecognised defined benefit liability 

Balance at end of year 537 738 


9,50% 

8 , 00 % 

7,50% 


526 417 


526 417 


526 417 


The amounts recognised in the Statement of Financial 
Performance were as follows: 


Current service cost 

Interest cost 48 266 

Benefit payments ( 36 715) 

Actuarial (gains)/losses ( 230) 


Total, included in employee benefits expense (Note 16) ii 321 


As the actuarial valuation was only performed in 2010, no comparative 
figures are available. 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


2. RETIREMENT BENEFITS (Continued) 

2.2. Long service awards liability 

The municipality has an obligation with respect to their employees in 
recognition of long periods of service. 

Employees receive additional leave in respect of long service awards. The 
independent valuers, Alexander Forbes Financial Services (Pty) Ltd, carried 
out a statutory valuation as at 30 June 2010. 

The principal actuarial assumptions used were as follows: 

Dlscount rate per annum 
Inflation Rate 
Salary Increase Rate 

Benchmark inflation (equal to salary inflation) 

Average retirement age 

Average future working lifetime of active members 
Active members 
Pre-retirement mortality rate 

(No explicit assumption was made about additional mortality or health care 
costs due to AIDS.) 

Percentage of in-service members withdrawing before retirement: 

Age 20-24 
Age 25-29 
Age 30-34 
Age 35-39 
Age 40^- 

The amounts recognised in the Statement of Financial Position 
were determined as being the present value of the obligatlon: 

Movement In the defined benefit obligation is as follows: 

Balance at beginning of the year 
Current service cost 
Interest cost 
Benefit payments 
Actuarial (gains)/losses 

Recognition of previously unrecognised defined benefit liability 
Balance at end of year 


9,25% 

5,75% 

6,75% 

0,00% 

65 

16.70 years 
99 

SA85 - 90 Ultimate 


15% 

10% 

7% 

4% 

2% 


686 000 


521 000 
106 000 
60 000 

( 1000) 


686 000 


9,50% 

6 , 00 % 

7,00% 


521 000 


521 000 


521 000 


The amounts recognised in the Statement of Financial 
Performance were as follows: 


Current service cost 106 000 

Interest cost 60 000 

Benefit payments 

Actuarial (gains)/losses ( 1 000) 


Total, included in employee benefits expense (Note 16) 165 000 


As the actuarial valuation was only performed in 2010, no comparative 
figures are available. 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


RETIREMENT BENEFITS (Continued) 

2.3. Other retirement benefit obiigations 

Certain members and Council contribute to the Natal Joint 
Supperannuation, Retirement and Provident Funds (NJMPF). Employees of 
Mthonjaneni Municipality made up less than 1% of the total members of the 
NJMPF. Mthonjaneni's liability in these funds could not be determined owing 
mainly to the assets not being allocated to each employer and one set of 
financials being compiled for each fund and not for each employer 


The latest interim valuation of the NJMP Retirement Fund (defined benefit) 
as at 31 March 2009 revealed that the fund was in a sound financial position 

The latest interim valuation of the NJMP Provident Fund (defined 
contribution) as at 31 March 2009 revealed that the fund was in a sound 
financial position 

The latest interim valuation of the NJMP Superannuation Fund (defined 
benefit) as at 31 March 2009 revealed that the fund was in a sound financial 
position 

Council also contributes to the Municipal Councillors Pension Fund (defined 
contribution). Mthonjaneni's liability in this fund could not be determined 
owing mainly to the assets not being allocated to each employer and one 
set of financials being compiled for the fund and not for each employer 


Total retirement benefits 1 223 738 1 047 417 


3. CONSUMER DEPOSITS 

Electricity 

Other 


542 405 504 856 


443 051 410 897 

99 354 93 959 


4. CREDITORS 


Trade creditors 
Debtors prepayments 
Other creditors 
Leave pay provision 


2 953 633 
148 548 
68 319 
270 964 


1 978 286 
150 822 
50 589 
209 183 


Total Creditors 


3 441 464 


2 388 880 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


5. UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


EQUITABLE SHARE 

FMG 

MSIG 

MIG 

ELECTRIFICATION 

LUMS 

PMS 

MDPCB 

DISCB 

VALUATIONS 

VALUATIONS 

MAP 

MIIP 

REDS 

CAPACITY BUILDING 
HR ORGANISATION 
PUBLIC PARTICIPATION 
INTERNAL CONTROL 
HOUSING PLAN 
ALOE PRODUCTION 
LIBRARY 
SPORT 
PMS 

CAPACITY 

WATER 

DBSA 

TOURISM 

CLINIC 

Total unspent conditional grants and receipts 


- 


- 

568 240 


695 040 

611 770 


1 756 680 

1 681 608 


309 065 

7 870 584 


- 

70 998 


70 998 

111 522 


145 800 

298 157 


348 130 

- 


65 567 

- 


238 932 

248 194 


185 532 

26 217 


26 217 

17 301 


17 301 

- 


133 726 

- 


3 258 

35 339 


109 339 

35 306 


32 295 

679 678 


375 000 

214 249 


280 000 

" 


16 134 

- 


- 


12 469 163 4 809 014 


See Note 15 for reconciliation of grants from other spheres of government. 
These amounts are invested in a ring-fenced investment until utilized. 


6. VALUE ADDED TAXATION 2 680 398 990 304 


VAT is payable on the accrual basis. 
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7.1 PROPERTY, PLANT & EQUIPMENT 


i/i 


< 


TOTAL 

cc 

47 170 851 

56 923 504 
f 9 752 653) 

13 935 750 

336 297 

( 1 968 495) 


59 474 403 

71 195 551 

( 11 721 148) 

ASSETS UNDER 
CONSTRUCTION 


5 194 547 

5 194 547 

12 039 964 

( 1 457 268) 


15 777 243 

15 777 243 

OTHER 


4 038 493 

6 885161 
{ 2 846 668) 

1 233 384 

336 297 

( 860 824) 


4 747 350 

8 454 842 
( 3 707 492) 

HERITAGEASSETS 

cc 

589 

589 



589 

589 

BIOLOGICAL OR 
CULTIVATED ASSETS 

cc 

5 136 310 

5 136 310 



5 136 310 

5136 310 

INFRASTRUCTURE 


8 868 090 

12 143 864 
{ 3 275 774) 

662 402 

1 777 

( 322 598) 


9 209 671 

12 808 043 
( 3 598 372) 

BUILDINGS 


18 704 353 

22 334 564 
f3 630 2U) 

1 455 491 

( 785 073) 


19 374 771 

23 790 055 
(4 415 284) 

LAND 

cc 

5 228 469 

5 228 469 



5 228 469 

5 228 469 

Reconciliation of Carrying Value 

Carrvina Values at 01 Julv 2009 

Cost 

Accumulated deoreciation 

Acquisitions 

Recognition of newly identified movable assets at 
fair value 

Transfers out of Assets under construction 

Depreciation 

Carrying Value of disposals 

Cost 

Accumulated depreciation 

Carrying Values at 30 June 2010 

Cost 

Accumulated deoreciation 


TOTAL 

cc 

19 874 384 

27 905 228 

( 8 030 844) 

826 100 

17 387 418 

( 145 820) 

37 942 082 

46 118 746 

( 8 176 664) 

10 804 758 

(1575 989) 


47 170 851 

56 923 504 

(9 752 653) 

ASSETS UNDER 

CONSTRUCTION 






5 194 547 


5 194 547 

5 194 547 

OTHER 


1 596 306 

5 ! 

826 100 

2 236 130 

4 658 536 

6 741 241 

( 2 082 705) 

143 920 

( 763 963) 


4 038 493 

6 885 161 

( 2 846 668) 

HERITAGEASSETS 

cc 





589 


589 

589 

BIOLOGICAL OR 
CULTIVATED ASSETS 

cc 



5 136 310 

5 136 310 

4 768 934 18 939 993 10 532 268 5 136 310 

(3 128 457) (2 965 502) 



5 136 310 

5 136 310 

INFRASTRUCTURE 


8 469 845 

10 491 804 
(2 021959) 

40 464 

( 943 543) 

7 566 766 

1611596 

( 310 272) 


8 868 090 

12 143 864 

( 3 275 774) 

BUILDINGS 


9 602 961 

U 290 199 
( 1 687 238) 

7 649 794 

(1441219) 

15 8U 536 

3 394 571 

( 501 754) 


18 704 353 

Ln fM 
ry 0 
co co 
(0 CD 
CM fO 
CM — 

LAND 

cc 

CM 

(M 

in 

o 

CM 

208 084 
( 2 812) 

4 560 850 

2 812 

4 768 934 

459 535 


5 228 469 

5 228 469 

Reconciliation of Carrying Value 

Carrvina Values at 1 Julv 2008 

Cost 

Accumulated deoreciation 

Remeasurement of zero net book value assets at 
fair value 

Recognition of newly identified land & building 
assets at fair value 

ɓacklog Depreciation 

Restated carrvina values at 1 Julv 2008 

Cost 

Accumulated depreciation 

Acquisitions 

Transfers 

Depreciation 

Carrying Value of disposals 

Cost 

Accumulated deoreciation 

Carrvinq Values at 30 June 2009 

Cost 

Accumulated deoreciation 
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Correction of prior year errors and the effects of the GRAP conversion are disclosed in note 29. 



MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


7.2 INTANGIBLE ASSETS 


30 June 2010 



Software 

Total 

Carrying values as at 1 July 2009 

. 

. 

Cost 

- 


- 

Accumulated Amortisation 

- 


- 

Write-off of intangible assets 



Cost 




Accumulated Amortisation 




Additions 

3 030 

3 030 

Amortisation 

( 360) 

(360) 

Carrying value closing balance as at 



30 June 2010 

2 670 

2 670 

Cost 

3 030 


3 030 

Accumulated Amortisation 

( 360) 


( 360) 

30 June 2009 


Software 

Total 

Carrying values as at 1 July 2008 

- 

. 

Cost 

- 


- 

Accumulated Amortisation 

- 


- 

Write-off of intangible assets 


_ 

Cost 

- 


- 

Accumulated Amortisation 

- 


- 

Additions 

- 

- 

Amortisation 

- 

- 

Carrying value closing balance as at 



30 June 2009 

“ 

“ 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


8. INVENTORIES 

Consumable stores 
Total Inventories 


324 016 245 952 


324 016 245 952 


Periodically, physical stock counts are carried out and any obsolete and 
redundant items are identified and written off under Council authority. 


The Municipality has taken advantage of the transitional provisions 
permitted by the Accounting Standards Board, in terms of Directive 4 issued 
in March 2009, with respect to the measurement of inventories as set out in 
paragraphs 45 to 52. 

9. CONSUMER DEBTORS 


Rates 

Electricity & Refuse 


2 394 340 1 704 832 

1 111 379 861 757 


Total service debtors 

Less provision for bad debts 

Total 

Rates : Apeinp 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
91 - 120 Days 
Greater than 120 days 

Total 

Electricity/Refuse : Apeinp 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
91 - 120 Days 
Greater than 120 days 

Total 


3 505 719 

2 566 589 

( 413 580) 

( 447 763) 

3 092 139 

2 118 826 


82 

19 592 

73 

201 

10 

89 215 

77 297 

78 259 

2 316 878 

1 517 565 

2 394 340 

1 704 832 


1 126 

538 245 

764 985 

13 865 

23 720 

10 417 

16 429 

299 230 

305 119 

- 

1 111 379 

861 757 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


10. CURRENT INVESTMENTS 

Fixed deposits & Call Accounts 


30 04Q 000 

30 040 000 


24 540 000 

24 540 000 


ACCOUNT DESCRIPTION - Investments (MFMA requirement) 

Investment Current Account 

Absa Bank Limited - La Lucia Branch 
Account Number 2061844976 : Fixed Deposit 

Bank statement balance at the beginnlng of the year 
Bank statemeni balance at the end of the year 

Investment Current Account 

Absa Bank Limited - La Lucia Branch 
Account Number 2067710757 : Fixed Deposit 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 

Investment Current Account 

Absa Bank Limited - La Lucia Branch 
Account Number 2067533846 : Fixed Deposit 

Bank statemeni balance at the beginning of the year 
Bank statemeni balance at the end of the year 

Investment Current Account 

Absa Bank Limited - La Lucia Branch 
Account Number 2069682263 : Fixed Deposit 

Bank statemeni balance at the beginning of the year 
Bank statemeni balance at the end of the year 

Investment Current Account 

First National Bank Limited - Melmoth Branch 
Account Number 62051262146 : Call Account 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 

Investment Current Account 

First National Bank Limited - Melmoth Branch 
Account Number 74060901756 : Fixed Deposit 

Bank statemeni balance at the beginning of the year 
Bank statement balance at the end of the year 

Investment Current Account 

First National Bank Limited - Melmoth Branch 
Account Number 742109040694 : Fixed Deposit Account 

Bank statemeni balance at the beginning of the year 
Bank statemeni balance at the end of the year 

Investment Current Account 

Investec Private Bank - Dundee Branch 

Account Number 1100435097 : Fixed Deposit Account 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 

TOTAL CURRENT INVESTMENTS 

11. CASH AND CASH EQUIVALENTS 

The Municipality has the following main bank accounts: 
ACCOUNT DESCRIPTION 

Primary Bank Account 

First National Bank Account - Melmoth Branch 
Account Number 54980006117 : Cheque Account 

Cash book balance at the beginning of the year 
Cash book balance at the end of the year 

Bank statemeni balance at the beginning of the year 
Bank statemeni balance at the end of the year 


5 500 000 5 500 000 

■ 5 500 000 


4 000 000 4 000 000 

■ 4 000 000 


10 000 000 10 000 000 

■ 10 000 000 


10 000 000 


500 000 2 000 000 

500 000 500 000 


1 500 000 


1 540 000 ^ 

1 540 000 1 540 000 


3 000 000 ^ 

18 000 000 3 000 000 


30 040 000 


24 540 000 


1 208 421 292 770 

8 809 960 1 208 421 


2 655 115 573 292 

9 600 599 2 655 115 


Petty cash and cash on hand 721 721 


TOTAL CASH AND CASH EQUIVALENTS 8 810 681 1 209 142 


42 



MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


12. PROPERTY RATES 


Property Valuations 


Residential : Land 
Commercial : Land 
State : Land 
Municipal : Land 

Agricuiiure properties used for agricuiiural purposes 
Other Properties 


Total Property Valuations 


Valuation date 

Valuation date 

July2009 

July 2008 

121 465 000 

119 725 000 

94 212 500 

94 177 000 

77 760 900 

70 442 000 

14 724 000 

12 539 000 

102 852 100 

109 929 000 

10 865 500 

10 571 000 


421 880 000 417 383 000 


The last general valuation came into effeci on: 07/01/2009 07/01/2008 

Property rates levied in terms of the Locai Government: Municipal Property 
Raies Act No. 6 of 2004 with effect from 01/07/2007 
Interim valuations are processed on an annual basis to take into account 
changes in individual land values due to consolidations and subdivisions 


Assessment rates: Cents in ihe rand on market valuation as follows: 

All property otherthan aqricuttural properties 

1.55C/R 

1.23C/R 

Agriculiural properties 

0.39C/R 

1.23C/R 

Rates Levied 

5 184 211 

5 137 501 

Rebates: 

Residential : Land 

( 287 758) 

( 227 981) 

Commercial : Land 

( 496 796) 


State : Land 

( 360 824) 

( 210 068) 

Municipal : Land 

( 228 222) 

( 154 230) 

Agriculture properties used for agriculiural purposes 

( 97 697) 

( 1 024 691) 

Other Properties 

( 112 563) 

( 133 113) 

Supplementary Valuation Roll 

Rates 

3 429 326 

37 066 

Rebates 

( 2 803 634) 

( 21 961) 

Total 

4 226 043 

3 402 523 

Per siatement of financial performance : 

- Income 

8 613 537 

5 174 567 

- Expenditure 

( 4 387 494) 

( 1 772 044) 


4 226 043 

3 402 523 


Rates are levied as follows (in terms of Section 26 of the Municipal Property 
Rates Act No. 6 of 2004 for the 2008 financial year): 

On a monihly basis, and the final dates of payment being the last working day 
of ihe month from July to April. 

Rebates in terms of the above act were also implemented 
Interest is levied at 18% per annum on outstanding rates. 

13. SERVICE CHARGES 


Sale of eleciricity 

9 557 768 

7 373 233 

Refuse removal 

933 780 

829 629 

Toial Service Charges 

10 491 548 

8 202 862 

GOVERNMENT GRANTS AND SUBSIDIES 

EQUITABLE SHARE 

14 800 677 

11 226 989 

FMG 

876 800 

290 195 

MSIG 

1 879 910 

356 847 

MIG 

5 724 457 

5 936 588 

ELECTRIFICATION 

6 989 416 


LUMS 


99 000 

PMS 


47 563 

MDPCB 

34 278 

1 619 

DISCB 

49 973 

100 028 

VALUATIONS 

65 567 


VALUATIONS 

238 932 

3 478 

MAP 

337 338 

114 468 

MIIP 



REDS 


131 562 

CAPACITY BUILDING 



HR ORGANISATION 


22 742 

PUBLIC PARTICIPATION 


25 104 

INTERNAL CONTROL 

133 726 

7 226 

HOUSING PLAN 

3 258 


ALOE PRODUCTION 

74 000 

66 000 

LIBRARY 

86 989 

53 205 

SPORT 

608 822 


PMS 


3 275 

CAPACITY 

133 251 


WATER 


22 143 

DBSA 


18 095 

TOURiSM 

16 134 

34 619 

CLINIC 

761 929 

715 723 

Total Government Grant and Subsidies 

32 815 457 

19 276 469 
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RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDIES 
15.1 EQUITABLE SHARE 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met 


14 800 677 11 226 989 

(14 800 677) (11226 989) 


In terms of the Constitution, this grant is used to subsidise the provision of 
basic services to community members. This represents National Government's 
contribution to Council's operational costs. No funds were withheld. 

15.2 FMG 


Balance unspent at beginning of year 

695 040 

485 235 

Current year receipts 

750 000 

500 000 

Conditions met - transferred to revenue 

( 876 800) 

( 290 195) 


Conditions still to be met-transferred to liabilities (see note 5) 568 240 695 040 


This grant is used to fund the costs of the financial interns together with the 
training and capacity building of financial staff. No funds were withheld. 

15.3 MSIG 


Balance unspent at beginning of year 

1 756 680 

1 378 527 

Current year receipts 

735 000 

735 000 

Conditions met - transferred to revenue 

( 1 879 910) 

( 356 847) 


Conditions still to be met-transferred to liabilities (see note 5) 611 770 1 756 680 


This grant was used to fund the improvement of financial systems, the 
valuation roll, and also community communications. No funds were withheld. 

15.4 MIG 


Balance unspent at beginning of year 

309 065 

197 653 

Current year receipts 

7 097 000 

6 048 000 

Conditions met - transferred to revenue 

( 5 724 457) 

( 5 936 588) 


Conditions still to be met-transferred to liabilities (see note 5) 1 681 608 309 065 


This fund is used to fund capital infrastructure expenditure primarily related to 
road works. No funds were withheld. 

15.5 ELECTRIFICATION 

Balance unspent at beginning of year 

Current year receipts 14 860 000 

Conditions met - transferred to revenue ( 6 989 416) 


Conditions still to be met-transferred to liabilities (see note 5) 7 870 584 


This grant was used to fund the Nomponjwana electrification project No funds 
were withheld. 

15.6 LUMS 

Balance unspent at beginning of year 70 998 169 998 

Current year receipts 

Conditions met - transferred to revenue - ( 99 000) 


Conditions still to be met-transferred to liabilities (see note 5) 70 998 70 998 


This grant is used for the Land Use Management System project. No funds 
were withheld. Phase 3 of the LUMS project is to be advertised within the next 
30 days 

15.7 PMS 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 


Conditions still to be met-transferred to liabilities (see note 5) 


This grant is used to fund the Performance Management System project. No 
funds were withheld. 

15.8 MDPCB 


Balance unspent at beginning of year 

145 800 

147 419 

Current year receipts 



Conditions met - transferred to revenue 

( 34 278) 

( 1 619) 


Conditions still to be met-transferred to liabilities (see note 5) iii 522 145 800 


This grant is used to fund the development, training and capacity building of 
municipal staff. No funds were withheld. 


47 563 
( 47 563) 
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RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDIES 
(Continued) 

15.9 DISCB 


Balance unspent at beginning of year 

348 130 

448 158 

Current year receipts 



Conditions met - transferred to revenue 

( 49 973) 

( 100 028) 


Conditions still to be met-transferred to liabilities (see note 5) 298 157 348 130 


This grant is used to fund the Planning Shared Service. No funds were 
withheld. 

15.10 VALUATIONS 

Balance unspent at beginning of year 65 567 65 567 

Current year receipts 

Conditions met - transferred to revenue ( 65 567) 


Conditions still to be met-transferred to liabilities (see note 5) ^ 65 567 


This grant is used for the development of the valuation roll in terms of the 
Property Rates Act. No funds were withheld. 

15.11 VALUATIONS 


Balance unspent at beginning of year 

238 932 

242 410 

Current year receipts 



Conditions met - transferred to revenue 

( 238 932) 

( 3 478) 


Conditions still to be met-transferred to liabilities (see note 5) ^ 238 932 


This grant is used for the development of the valuation roli in terms of the 
Property Rates Act. No funds were withheld. 

15.12 MAP 


Balance unspent at beginning of year 185 532 

Current year receipts 400 000 300 000 

Conditions met - transferred to revenue ( 337 338) ( 114 468) 


Conditions still to be met-transferred to liabilities (see note 5) 248 194 185 532 


The funding from this grant was used for various projects including the 
promulgation of bylaws, the performance management system and also for the 
upgrading of IT systems. No funds were withheld. 

15.13 MIIP 


Baiance unspent at beginning of year 26 217 26 217 

Current year receipts 

Conditions met - transferred to revenue 


Conditions still to be met-transferred to liabilities (see note 5) 26 217 26 217 


This grant is used to fund the Municipal Infrastructure Investment Plan project. 
No funds were withheld. This project has been completed and the requestto 
treasury to roll over the funds onto other projects has been sent. Approval is 
still pending. 

15.14 REDS 


Balance unspent at beginning of year 17 301 148 863 

Current year receipts 

Conditions met - transferred to revenue - ( 131 562) 


Conditions still to be met-transferred to liabilities (see note 5) 17 301 17 301 


This grant is being used to fund asset management processes with respect to 
electricity assets and infrastructure owned by the Council. No funds were 
withheld. This project has been completed and the request to treasury to roll 
over the funds onto other projects has been sent. Approval is still pending 

15.15 HR ORGANISATION 

Balance unspent at beginning of year - 22 742 

Current year receipts 

Conditions met - transferred to revenue - ( 22 742) 


Conditions still to be met-transferred to liabilities (see note 5) 


This grant is used to fund the human resource plan. No funds were withheld. 
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RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDIES 
(Continued) 

15.16 PUBLIC PARTICIPATION 

Balance unspeni ai beqinninp of year - 25 104 

Current year receipts 

Conditions met - transferred to revenue - ( 25 104) 


Conditions still to be met-transferred to liabilities (see note 5) 


This grant is used to fund several specific programmes including the human 
resource plan, newsletters and the anti-corruption strategy. No funds were 
withheld. 

15.17 INTERNAL CONTROL 


Balance unspent at beginning of year 

133 726 

140 952 

Current year receipts 



Conditions met - transferred to revenue 

( 133 726) 

( 7 226) 

Conditions still to be met-transferred to liabilities (see note 5) 


133 726 


This grant is used to fund several specific programmes including the human 
resource plan, newsletters and the anti-corruption strategy. No funds were 
withheld. 


15.18 HOUSING PLAN 


Balance unspent at beginning of year 3 258 

Current year receipts 

Conditions met - transferred to revenue ( 3 258) 

Conditions still to be met-transferred to liabilities (see note 5) ^ 


This grant is used to fund hosing development projects within the municipality. 

No funds were withheld. 

15.19 ALOE PRODUCTION 

Balance unspent at beginning of year 109 339 

Current year receipts 

Conditions met - transferred to revenue ( 74 000) 


Conditions still to be met-transferred to liabilities (see note 5) 35 339 


This grant is used to fund an research and investigations into Aloe production 
No funds were withheld. 

15.20 LIBRARY 


Balance unspent at beginning of year 32 295 

Current year receipts 90 000 

Conditions met - transferred to revenue ( 86 989) 


Conditions still to be met-transferred to liabilities (see note 5) 35 306 


This grant is used to fund salaries for staff members at the community library 
No funds were withheld. 

15.21 SPORT 

Balance unspent at beginning of year 375 000 

Current year receipts 913 500 

Conditions met - transferred to revenue ( 608 822) 


679 678 

Conditions stiil to be met-transferred to liabilities (see note 5) 

This grant is being used to fund the building of a regional sports field. No funds 
were withheld. 

15.22 PMS 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


Conditions still to be met-transferred to liabilities (see note 5) 


This grant is being used to fund the Performance Management System and the 
capacity building of staff members. No funds were withheld. 

15.23 CAPACITY 


Balance unspent at beginning of year 280 000 

Current year receipts 67 500 

Conditions met - transferred to revenue ( 133 251) 


Conditions still to be met-transferred to liabilities (see note 5) 214 249 


This grant is being used to fund the Performance Management System and the 
capacity building of staff members. No funds were withheld. 


3 258 


175 339 
( 66 000) 

109 339 


85 500 
( 53 205) 


32 295 


3 275 
( 3 275) 


46 



MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


15. RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDIES 

(Continued) 

15.24 WATER 

22 143 
( 22 143) 

Conditions still to be met-transferred to liabiliiies (see note 5) ^ ^ 

This grant was being used to defray miscellaneous expenses after the iransfer 
of ihe waier service function to UThungulu Districi Municipality. No funds were 
withheld. 


Balance unspeni ai beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


15.25 DBSA 

18 095 
( 18 095) 

Conditions still to be met-transferred to liabilities (see note 5) ^ ^ 

This grant is being used to fund ihe acquisition of computers and the upgrading 
of the IT system. No funds were withheld. 

15.26 TOURISM 


Balance unspent ai beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


Balance unspent at beginning of year 
Current year receipts 

Expenditure claimed in accordance with grant conditions 
Conditions still to be met-transferred to liabiliiies (see note 5) 


16 134 

10 240 


40 513 

( 16 134) 

( 34 619) 

16 134 


This grant is used by the local tourism association for their operational costs. 
No funds were withheld 


15.27 CLINIC 

Balance unspent at beginning of year 

Current year receipts 761 929 715 723 

Expenditure claimed in accordance with grant conditions ( 761 929) ( 715 723) 


Conditions still to be met-transferred to liabiliiies (see note 5) 


This grant represents funding received from the Department of Health for the 
operation of the local clinic. No funds were withheld. 

16. EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and wages 

9 173 239 

7 982 326 

Employee related costs -Allowance 

103 503 

101 656 

Employee related costs - Pension coniributions 

739 395 

670 763 

Employee related costs - Medical aid 

319 513 

277 651 

Employee related costs - UIF 

74 000 

66 744 

Employee related costs - Performance bonuses 

210 907 

191 109 

Employee related costs - Retirement benefits 

176 321 


Inciuded in the employee related costs are the following: 

Remuneration of the Municipal Manager 

10 796 878 

9 290 249 

Annual Remuneration 

523 349 

539 141 

Car Allowance 

80 040 


Performance Bonuses 

75 480 

69 695 

Toial 

678 869 

608 836 

Remuneration of the Chief Finance Officer 

Annual Remuneration 

439 672 

483 669 

Car Allowance 

101 635 


Performance Bonuses 

67 714 

62 524 

Total 

609 021 

546 193 

Remuneration of the Director of Corporate and Community Services 

Annual Remuneration 

445 307 

483 669 

Car Allowance 

96 000 


Performance Bonuses 

67 714 

58 990 

Total 

609 021 

542 659 

REMUNERATION OF COUNCILLORS 

Mayor 

199 079 

142 084 

Deputy Mayor 

147 993 

173 130 

Exco Committee Member 

159 262 

142 684 

Speaker 

149 308 

159 302 

Councillors 

747 925 

732 335 

Councillors' pension contributions, medical aid and allowances 

870 085 

760 484 


Total Councillors’ Remuneration 2 273 652 2 110 019 


In-kind Benefits 

The Mayor, Deputy Mayor, Speaker and Committee Members are part-time. 
They are provided with an office and secreiarial support at the cost of the 
council 
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18. BULK PURCHASES 

Electricity 6 953 961 5 159 598 

19. GENERAL EXPENSES 

Included In general expenses Is the following: - 


Administration charges 
Audit fees 

Conference & travelling 
Contract labour 
Finance Management Grant 
Insurance 

MAP - Provincial Management Assistance Programme 

Municipal development infrastructure grant 

Municipal systems improvement grant 

Postage & Telephone 

Sport & recreation grant 

Valuation roll grant 

Ward projects 

Other general expenses 


775 000 

570 000 

520 828 

346 723 

224 789 

242 106 


572 128 

847 698 

290 195 

298 478 

311 386 

292 453 

114 468 

49 973 

100 028 

1 860 397 

356 847 

371 102 

375 212 

608 822 


304 500 

3 479 

1 420 400 

2 641 661 

2 978 042 

2 515 542 

10 552 482 

8 439 775 


20. OTHER INCOME 


Included in other income is the following: - 

Administration charges 
Library fines 

GRAP conversion - Recognition of newly identified assets 
Sundry income 


775 000 570 000 

2 677 3 118 

336 297 

459 006 525 019 


21. FRUITLESS AND WASTEFUL EXPENDITURE 


22. IRREGULAR EXPENDITURE 


23. UNAUTHORISED EXPENDITURE 
Operating Expenses 

Bulk Purchases 78 961 29 598 

Contributions to Provisions 68 557 

Refer to Appendix D1 for further details 

Capital Expenses 

Electricity 
Land & Buildings 
Vehicles 

Equipment & Furniture 

Refer to Appendix D2 for further details 

Council authority for all unauthorised expenditure will be obtained subsequent 
to year end 

24. CASH GENERATED FROM OPERATIONS 

Surplus for the year 19 188 242 9 061 499 

Adjustment for : Non Cash Movements 


Prior year's sundry adjustment 


201 

GRAP Conversion - Reallocation of capital outlay account 


( 7 368 720) 

Depreciation : Property, Plant and equipment 

1 968 855 

1 575 989 

Contribution to retirement benefit obligation 

11 321 


Contribution to long service awards liability 

165 000 


Property, Plant & Equipment 


11 483 461 

Investment income 

( 2 122 527) 

( 2 917 382) 

Operating surplus before working capital changes: 

19 210 891 

11 835 048 

(lncrease)/Decrease in inventories 

( 78 064) 

28 300 

Increase in consumer debtors 

( 973 313) 

( 50 093) 

Decrease / (Increase) in other debtors 

34 387 

( 246 272) 

Increase in conditional grants and receipts 

7 660 149 

954 508 

Increase / (Decrease) in creditors 

1 052 584 

( 1 364 737) 

Increase in VAT receivable 

( 1 690 094) 

{ 831 571) 

Cash generated from operations 

25 216 540 

10 325 183 


25. CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 


5 788 629 12 898 

1 711 057 

77 621 
274 993 


Cash and cash equivalents included in the cash flow statement comprise the 
foltowing statement of amounts indicating financial position: 

Bank balances and cash 8 810 681 1 209 142 

Call investment deposits 30 040 000 24 540 000 


Total cash and cash equivalents at the end of the year 38 850 681 25 749 142 


The municipatity does not have overdraft facilities. 
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26. ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 

MANAGEMENT ACT 

26.1 Contributions to organised local government 

Opening balance 
Council subscriptions 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in creditors) 

26.2 Audit fees 

Opening balance 
Current year audit fee 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in creditors) 

26.3 VAT 

VAT received for ihe year 
VAT paid for the year 

VAT inputs receivable and VAT outputs payable are shown in note 6. All VAT 
returns have been submitted by ihe due date throughout the year. 

26.4 PAYE and UIF 

Opening balance 
Current year payrol! deductions 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in creditors) 


22 021 
( 22 021) 


520 828 
( 520 828) 


563 214 


26 414 


1 701 529 
( 1 701 529) 


22 633 
( 22 633) 


395 264 
( 395 264) 


1 099 289 


1 541 317 
( 1 541 317) 


26.5 Pension and Medical Aid Deductions 


1 794 595 
( 1 794 595) 


Balance unpaid (included in creditors) 


Opening balance 

Current year payroli deductions and Council 2 006 969 

Amount paid - current year ( 2 006 969) 

Amount paid - previous years 


26.6 Councillor’s arrear consumer accounts 

The following Councillors had arrear accounts outstanding for more than 90 


days as at: 

Outstanding more than 90 days 

Councillor: Mrs. Jiyane 10 322 

Total Councillor Arrear Consumer Accounts lo 322 

26.7 Distribution losses 

Units lost (kilowatts) 1 158 984 

Units lost (sales price per kilowatts - rends) 759 710 

Units lost (purchase price per kilowatts - rends) 230 392 

Units lost (percentage) 7,19% 


Although units per kilowatts were lost in distribuiion, the electricity service 
experienced a surplus as follows : 

27. CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure: 

- Approved and contracted for: 

Infrastructure 

Community 


7 210 


7 210 


1 204 750 
573 160 

156 704 
7,43% 

2 213 635 



- Approved but not yet contracted for: 


15 666 000 


10 797 000 


Infrasiructure 

5 000 000 


10 797 000 

Community 

10 062 000 



Other 

604 000 




Total 


15 666 000 


10 797 000 


This expenditure will be financed as follows: 

Grant funded 

Council funded 

External Loans 

Funding still to be sourced 


13 247 000 10 797 000 

2 419 000 


15 666 000 


10 797 000 
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28. CONTINGENT LIABILITIES 

No contingent liabiliiies were identified for year ended 30 June 2010 or for the 
year ended 30 June 2009 

29. CONTINGENT ASSETS 

No contingent assets were identified for the year ended 30 j une 2010 

or for the year ended 30 J une 2009 

30. CORRECTION OF PRIOR YEAR ERRORS AND CHANGE IN ACCOUNTING 

POLICY 

The change in accounting policy refers to the implementation of Generally 
Recognised Accounting Praciice; 

30.1 Reserves Reallocation 


From the start of 2010, the eniity has changed iis accounting policies to now be 
fully GRAP compliant. In terms of the reguirements of GRAP, all reserves 
other than the accumulated surplus are required to be reallocated into 
accumulaied surplus. This adjustment has been applied retrospectively. 


Balances previously reported 

Capitalisation Reserve 5 971 688 

Government Grant Reserve 15 891 561 

Donations and Public Contribuiion Reserve 14 216 

Implementation of GRAP 

Transfer to the accumulated surplus ( 21 877 465) 


Restated balance ai 30 June 2009 


30.2 Other Debtors & Value Added Taxation Disclosure 

From the start of 2010, the eniity has changed iis accounting policies to now be 
fully GRAP compliant. In terms of the requirements of GRAP, ihe entity's year 
end VAT refund should be disclosed separately on the face of the balance 
sheei and not as a component of Other Debtors. This adjustment has been 


applied retrospectively. 

Other Debtors 

Balances previously reported 

Other debtors 787 803 

Implementation of GRAP 

Change in accounting policy - reallocation of VAT ( 311 598) 

Restated balance at 30 June 2009 476 205 

Implementation of GRAP 

Change in accounting policy - reallocation from other debtors 311 598 

Correction of error 

VAT Inputs not claimed on asset addilions 678 706 


Restated balance at 30 June 2009 990 304 


30.3 Leave Pay Provision Disclosure 

From the start of 2010, the eniity has changed its accounting policies to now be 
fully GRAP compliant. In terms of the requirements of GRAP, the leave pay 
provision should not be disclosed as a separate line item on the face of the 
balance sheet, but should be recorded as part of creditors. This adjustment 
has been applied retrospeciively. 

Balances previously reported 

Leave pay provision 209 183 

Implementation of GRAP 

Transfer to creditors ( 209 183) 


Restated balance ai 30 June 2009 


30.4 Unspent Conditional Grants Disclosure 

From the start of 2010, the entity has changed iis accounting policies to now be 
fully GRAP compliant. In terms of the requirements of GRAP, ihe liability for 
unspent conditional grants should be disclosed as a separate line item on the 
face of the balance sheet, and should not be recorded as part of creditors. 

This adjustment has been applied retrospectively. 

Balances previously reported 

4 809 014 

Creditors - Unspent condiiional grants 

Implementation of GRAP 

Transfer to unspent conditional grants ( 4 809 014) 


Restated balance ai 30 June 2009 
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CORRECTION OF PRIOR YEAR ERRORS AND CHANGE IN ACCOUNTING 
POLICY (Continued) 

30.5 Fixed Assets 

From the start of 2010, the eniity has changed its accounting policies to now be 
fully GRAP compliant. In terms of the requirements of GRAP, the entity was 
required to recognise newly identified assets and to remeasure zero value 
asseis. This adjustmeni has been applied retrospectively. 


Balances previously reported 

Property, Plant & Equipment 39 388 691 

Implementation of GRAP 

Recognition of newly identified assets 17 387 418 

Measurement of zero value assets 826 100 

Correction of error 

VAT Inputs not claimed on asset addilions ( 678 705) 

Restated balance at 30 June 2009 ^^^^^^6_92350^ 

30.6 Accumulated Depreciation 


From the start of 2010, the eniity has changed its accounting policies to now be 
fully GRAP compliant. In terms of the requirements of GRAP, the entity was 
required to recognise newly identified assets and to remeasure zero value 
asseis and was required to account for ihe backlog depreciation on ihese 
asseis. This adjustmeni has been applied retrospectiveiy. 


Balance previously reported 8 030 845 

Implementation of GRAP 

Backlog depreciation 145 820 

Total charged to accumulated surplus 8 176 665 

Depreciation forthe year 1575 989 

Resiated balance ai 30 June 2009 9 752 654 


30.7 Recognition of post-retirement medical liability 

From the start of 2010, the eniity has changed iis accounting policies to now be 
fully GRAP compliant. In terms of the requirements of GRAP, ihe entity is 
required to recognise their post-reiirement medical medical liability. Avaluation 
for this liability has been obtained from Alexander Forbes and this adjustment 
has been applied prospectively. 

Balances previously reported 

Implementation of GRAP 

Recognition of post-retirement medical liability ( 526 417) 


Restated balance ai 30 June 2009 ( 526 417) 


30.8 Recognition of long service awards liability 


From the start of 2010, the eniity has changed its accounting policies to now be 
fully GRAP compliant. In terms of the requirements of GRAP, the entity is 
required to recognise their terminaiion benefits relating to long service awards. 
A valuation for ihis liability has been obtained from Alexander Forbes and this 
adjustment has been applied prospectively 


Balances previously reported 
Implementation of GRAP 

Recognition of long service awards liability ( 521 000) 

Restated balance ai 30 June 2009 ^^^^^^J_52^222L 

30.9 Surplus for the year 

Balances previously reported 1 935 379 

Implementation of GRAP 

Write back of non-GRAP expenditure : Capital Outlay Expenditure 7 368 720 

Depreciation ( 242 600) 

Restated balance ai 30 June 2009 9 061 499 
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31. EVENTS AFTER THE REPORTING DATE 

No significant evenis were identified after the reporting date that requires 
disclosure in the financiai staiements for the year ended 30 June 2010 

32. COMPARISON WITH THE BUDGET 

The comparison of the Municipaiity's actual financiai performance with that 
budgeted is set out in Annexures D(l) and D(2). 


The surpius for the year was greater than the budget by R 21,102,319 iargeiy 
due to the GRAP conversion process, resuiting in capital outpiay expendiiure 
no longer being charged against the staiement of financial performance. 
Further to this, over R6 miiiion was spent on Electricity infrastructure during the 
year that was not budgeted for due to the receipt of an eiectrificaiion grant that 
was appiied for over 2 years ago. 


33. RELATED PARTIES 

The municipaiity did not have any reiated parties, or related party transactions 
for the years ended 30 June 2010 and 30 June 2009. 

34. OPERATING LEASES 


The future minimum iease payments payable under operating leases for the 
actuai iiability are as follows: 


No later than 1 year 

11 058 

11 058 

Later than 1 year and no later than 5 years 

24 933 

35 961 

Later than 5 years 

1 572 

1 602 


37 563 

48 621 


The future minimum lease paymenis receivabie under operating ieases for the 
actual receivables are as foliows; 

No iater than 1 year 

Later than 1 year and no iater than 5 years 
Later than 5 years 


Operating iease payments payable reiate to the hiring of vacant iand, buiidings, 
advertising space and housing. 

Operating iease payments receivable reiate to rentais for the commonage, 
vacant land, airport hangers, buildings, advertising space and housing. 

Mthonjaneni Municipaiity has taken advantage of the transitionai provisions 
permitted by the Accounting Standards Board, in terms of Directive 4 issued in 
March 2009, with respect to the measurement of leases as set out in 
paragraphs 55 to 60. 

35. FINANCIAL INSTRUMENTS 

Exposure to interest rate, credit risk and liquidity risks arise in the normal course of the municipaiity's operations. 

Financial Risk Management 

The Municipality has exposure to the following risks from its use of financiai instruments 

- Liquidity risk 

- Interest rate risk 

- Credit risk 

This note presents information about the Municipaiity's exposure to each of the above risks and the Municipality's objectives, poiicies 
and processes for measuring and managing risks 

Further quaiitative disciosures have been inciuded in these financial statements. 


The Accounting Officer has overali responsibiiity for the estabiishment and oversight of the Municipaiity’s risk management 
framework. The Municipality's risk management poiicies are estabiished to identify and anaiyse the risks faced by the Municipaiity, to 
set appropriate risk iimits and controis and to monitor risks and adherence to iimits. Risk management policies and systems are 
reviewed reguiariy to refiect changes to market conditions and the Municipaiity's activities 


The Municipality, through its training and management standards and procedures, aims to deveiop a disciplined and constructive 
environment in which aii employees understand their roles and obiigations 

Categories of Financial Instruments 


Financial Assets : 

Investments and receivables 


Investments 

30 040 000 

24 540 000 

Cash and cash equivalents 

8 810 681 

1 209 142 

Consumer debtors 

3 092 139 

2 118 826 

Other debtors 

441 818 

476 205 

Financial Liabilities 

Liabilities and creditors 

Creditors 

3 441 464 

2 388 880 


All of ihe above financial instrumenis represent assets and liabilities that are to be realised within the next 6 months and as such the 
carrying amount equates to the fair value. 
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35. 


MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


FINANCIAL INSTRUMENTS (Continued) 

Liquidity Risk 

Liquidity risk is ihe risk that ihe municipality wiii encounter in raising funds to cover future commitments. The municipality manages 
iiquidity risk through an ongoing review of future commitments and credit faciiities. Cash fiow forecasts are prepared and monitored. 
The following are the contractual maturities of financiai liabilities 


30 June 2010 
Creditors 
30 June 2009 
Creditors 


Coniractual cash 

Carrying Amount flows 

(12 months or less) 


3 441 464 3 441 464 


2 388 880 2 388 880 


Interest rate risk 


The municipality's policy is to manage interest rate risk so thai fluctuations in variable rates do noi have a material impact on the 
surplus for the year. The municipality currently does not have any long-term debt exposure. 


The municipality's income and operating cash are substaniially independent of changes in market rates. The municipality holds 
interest bearing assets with various financial insiitutions. 

Credit risk 

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits with major banks with 
high quality credit standing and limits exposure to any one counter-party. Trade receivables comprise a widespread customer base. 
The municipality has no control over the approval of new customers who acquire properties in the designated metro area and 
consequently incur rates, electricity and refuse debts. 

The municipality limits ihis risk exposure in the following ways, in addition lo its normal credit control and debt management 
procedures : 

- through the applicaiion of sectionll8(3) of ihe Municipal Systems Aci (MSA), which permits the municipality to refuse connection of 
services whilst any amouni remains outstanding from a previous debtor on ihe same property. 

- a new owner is advised, prior to the issue of a revenue clearance certificate, that any debt remaining from the previous owner will be 
transferred to the new owner, if the previous owner does not settle the outstanding amount. 

- through the consolidation of rates and service accounts, thereby disconneciing services for the non-payment of any of ihe individual 
debts, in terms of section 102 of the MSA 


Consumer and other debtors are individually evaluated annually at balance sheet date for impairment or discounting. 
The maximum credii and inierest risk exposure in respect of the relevani financial instrument is as follows : 

Financial Instrument 


Consumer debtors 

3 092 139 

2 118 826 

Other debtors 

441 818 

476 205 

Cash and cash equivalents 

8 810 681 

1 209 142 


The ageing of trade receivables at the reporting date was as follows : 


Consumer Debtors 

Gross 


0-30 days 

1208 

557 837 

31-120 days 

882 514 

491 187 

More than 120 days 

2 621 997 

1 517 565 

Less : Provision for bad debts 

( 413 580) 

( 447 763) 

Net consumer debtors 

3 092 139 

2 118 826 

Movement in the provision for doubtful debts 

Balance ai the beginning of the year 

Contribution 

447 763 

447 763 

Bad debts written off 

( 34 183) 


Balance ai the end of the year 

413 580 

447 763 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 

R 


RECONCILIATION OF BUDGET SURPLUS/DEFICIT IN THE STATEMENT 
OF FINANCIAL PERFORMANCE 


Net surplus/deficit per the statement of financial performance 

Adjusted for: 

19 188 242 

Service charges 

( 1 090 548) 

Government grant and subsidies 

( 1 132 682) 

Interest earned - external investments 

( 622 527) 

Property rates including penalties imposed and collection charges 

( 91 907) 

Rental of facilities and equipment 

89 361 

Fines 

84 000 

Licences and permits 

( 526 813) 

Balance of revenue 

( 665 680) 

Employee related costs 

( 63 520) 

Remuneration of councillors 

( 93 672) 

Bad debts 

( 150 000) 

Collection costs 

( 33 195) 

Depreciation 

( 131 145) 

Repairs and maintenance 

( 680 210) 

Bulk purchases 

78 961 

Contracted services 

( 51006) 

Contributions to provisions 

68 557 

Capitalization of PPE 

( 14 275 077) 

Balance of expenditure 

( 1 815 216) 


Net deficit per approved budget ( 1 914 077) 

From the start of 2010, the municipality has changed its accounting poiicies to 
now be fuiiy GRAP compliant. In terms of the requirements of GRAP and 
MFMA, the municipality is required to disclose a note for reconciliation of 
budget surplus/deficit in the year 2010, therefore no comparatives are 
disclosed. 


2009 

R 
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Cost / Revaluation Accumulated Depreciation 

Opening Additions Newly Disposals Transfers Closing Opening Additions Disposals Transfers Closing Carrying 

Balance identified assets Balance Balance Balance Value 
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ASSETS UNDER CONSTRUCTION 5 194 547 12 039 964 - - (1457 268) 15 777 243 - ... . 15777243 
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Actual Budget Variance Variance Explanation of significantVariance 

2010 2010 2010 2010 greater than 10% versus Budget 
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GRAP conversion - capital outlay no longer expensed and this 

General expenses (10 552 482) (26 642 775) 16 090 293 -60,39% accounts for R14 million ofthis variance. Remaining variance is 

below the 10% threshold 
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The appendix includes additions figures for property, plant and equipment (note 7) 
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Audit Committee Certificate 

CERTIFICATE IN TERMS OF SECTION 166(2) OF THE LOCAL GOVERNMENT: 
MUNICIPAL FINANCE MANAGEMENT ACT, NO 56 OF 2003 


I ROBERT GEORGE MORROW, acting in my capacity as Chairman of the Audit Committee of 
the Mthonjaneni Municipality, hereby certify that the Audit Committee has reviewed the 2009/2010 
Annual Financial Statements published on pages 23 to 56 as required in terms of Section 166(2) 
of the Local Government: Municipal Finance Management Act, No. 56 of 2003, and express the 
view that the Financial Statements portray the efficiency and effectiveness of the municipality and 
its overall compliance with the Municipal Finance Management Act. 


ROBERT GEORGE MORROW 
CHAIRMAN : AUDIT COMMITTEE 
DATE: 
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